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Determinants of Income Smoothing
Practices: Evidence from South East
Asia Countries
Wan Adibah Wan Ismail
Khairul Anuar Kamarudin
Muhd Kamil Ibrahim
Faculty ofAccountancy,
Universiti Teknologi MARA (UiTM), Malaysia
ABSTRACT
This paper presents thefindings ofa comparative study ofincome smoothing
practices in Malaysia, Indonesia, Singapore. Philippines and Thailand.
The objective of this study is to identify the factors associated with the
incidence of income smoothing in these countries. The sample comprises
1,028 listed companies during the period 1999 to 2003. Five hypotheses.
which relate income smoothing to company age, growth, size, leverage and
earnings are tested in the study. Descriptive statistics indicate that income
smoothing is practiced in South-east Asia countries. The results from t-tests
ofdifferencefound significant difference in size, leverage, earnings and age
of companies between companies that smooth their reported income and
that do not. The logit analysis on pooled sample resulted that company size,
earnings and age of companies are significantly associated with income
smoothing practices. We then sub-sampled the companies by countries and
found that different countries have different determinants ofincome smoothing
practices. In Malaysia, earnings and age of companies are significant
determinants whereas in Singapore, growth, size and leverage are more
dominant factors. For Thailand, Indonesia and Philippines, earnings and
size are significantly associated with income smoothing practices.
ISSN 1675-7017
o 2005 Universiti Tcknologi MARA (UiTM). Malaysia.
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Introduction
Income smoothing, or an intentional act done by managers to hide fluctuations
of income stream have been viewed as a logical and rational practice by many
accounting researchers. This is due to the fact that managers are agents, who
are responsible for the resources owned by the shareholders. As agents, the
managers are not only responsible for the resources entrusted on them, but are
also accountable to every single decision they make as well as the results of
their actions. Because of'this, it is logical for a manager to smooth a company's
income over time, as a company with smooth income is seen as a company with
a good performance.
Besides that, there are several other reasons why companies practice income
smoothing. Hepworth (1953) proposed that managers tend to smooth income
to reduce companies' overall tax liability. He also put forward that a smoothed
income stream can support a stable dividend policy and thus increases investors'
confidence. Moreover, income smoothing can enhance the relationship between
managers and workers because a sharp increase in reported income may lead to
demands for higher salaries. Finally, a smooth income stream can have a
psychological effect on the economy in that cyclical upswing and downswing
can be countered.
As certain accounting standards leave managers with choices, income
smoothing becomes possible and achievable. According to Ronen and Shadan
(1975), smoothing of income can be accomplished by shifting the timing ofan
event's recognition, where the managers can time transactions so that their
effects on reported income tend to dampen its variation over time. Income
smoothing can also be achieved through allocation of expenses (which are
subject to managers discretion), such as depreciation and amortization. Besides
that, classification of income and expenses (either above or below the line)
also open possibilities for income smoothing practices.
Despite the accounting choices and discretion left to managers, not all
companies choose to smooth their income. As shown by previous researches,
there are certain factors that are found to be empirically associated with income
smoothing. Smith (1976) and Kamin and Ronen (1978) provide evidence that
income smoothing is associated with a company's ownership. Particularly,
they proved that manager-controlled companies have a significantly more
tendency to smooth income, compared to owner-controlled companies. On
the other hand, researchers including Ronen and Sadan (1981) and Belkaoui
and Picur (1984) found that income smoothing is associated with industries.
Besides that, researchers also found a significant association between income
smoothing and company size, the divergence of actual earnings from
expectations, and the existence ofbonus compensation plans (Moses, 1987),
as well as companies profitability, nationality (Ashari, Koh, Tan and Wong,
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1994) and cumulative abnormal returns (Michelson, Jordon-Wagner and
Wootton, 2000).
As such, this research attempts to provide evidence that there are
associations between factors including company size, profitability, age, growth
and leverage with income smoothing practices of a sample of companies in
South-east Asia countries.
Literature Review
Income smoothing has been a topic of interest by many researchers. Initially,
the researchers would start with discussions and arguments as well as evidence
on the existence of income smoothing activities. They then develop frameworks
to distinguish between smoother and nonsmoother companies, (Gordon, 1964;
Imhoff, 1977and Eckel, 1981).
Gordon (1964) suggested three general methods for identifying income
smoothing behaviour: (1) directly ascertain from management by interview,
questionnaires, or observation; (2) contact second parties such as CPA's; or
(3) examine ex-post data. However, the researchers used the third method in
determining the income smoothing practice. Imhoff (1977) suggested that
normalized earnings could be a function of an independent variable. Imhoff
selected sales, as the independent variable with an assumption that sales is
not subject to smoothing. He regressed income and sales on time: Income =
a + J3 (time) and Sales = a + J3 (time). He then defined variability as the size of
R2 for each regression. Imhoff (1977) determined the smoothing behaviour
through following criteria: (I) smooth income stream and weak association
between sales and income, or (2) a smooth income stream and variable sales
stream. Eckel (1981) proposed that (1) income is a linear function ofsales; (2)
ratio of variable cost in dollar to sales remains constant over time; (3) fixed
cost may remain constant or increase from period to period but it will not
decrease and (4) gross sales can only be intentionally smoothed by real
smoothing only not by artificial smoothing. As a result, the coefficient of
variation method was developed based on the above assumption which
determine smoothing when the coefficient ofvariation ofsales is greater that
the coefficient of variation of income.
Previous studies have investigated income smoothing instruments such
as dividend income, changes in accounting policies, pension costs, extraordinary
items, investment tax credit, depreciation and fixed charges, discretionary
accounting decisions and many other possible income smoothing tools, (Gordon,
Horwitz and Meyers, 1966; Dopuch and Drake, 1966;Archibald, 1967; Cushing,
1969; Dascher and Malcom, 1970; Barefield and Comiskey, 1972; Beidleman,
1973;Barnea, Ronen and Sadan, 1976and Ronen and Sadan, 1975and Brayshaw
and Eldin, 1989).
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Gordon, Horwitz and Meyers (1966) examined the relationship between the
method ofaccounting for investment tax credits (income smoothing instrument)
and the growth rates ofearnings per share and the returns on the stockholders'
equity (income smoothing objectives). Their results indicated a significant
relationship between the two, suggesting the existence of income smoothing
practices.
Later studies include Archibald (1967) on depreciation methods and
Cushing (1969) on accounting changes. Dascher and Malcom (1970), Barnea,
Ronen and Sadan (1975), Ronen and Sadan (1975) and Ibrahim et al (2004)
studies on extraordinary items also reported income smoothing behaviour
among sample companies. Beidleman (1973) provided evidence to show that
incentive compensation, pension and retirement expenses, research and
development costs, sales and advertising expenses were also used by
companies to smooth income. Copeland (1968) and Ronen and Sadan (1975)
also tested different smoothing instruments and found significant income
smoothing behaviour. Ma (1988) concluded that banks used loan loss
provisions and charge-offs to smooth income while Brayshaw and Eldin (1989)
claimed that management used exchange differences to achieve the same
objective. On the other hand, Dopuch and Drake (1966) investigated the
amounts of capital gains/losses from the sale of investments and could not
detect any significant income smoothing. Conclusions ofno income smoothing
were also reached by White (1970) in his study of discretionary accounting
decisions and Copeland and Licastro (1968) in their study of accounting for
unconsolidated subsidiaries. However, Barefield and Comiskey (1972) studied
the accounting for unconsolidated subsidiaries and found some evidence of
companies smoothing their income.
Apart from that, several researchers have come up with different arguments
on determining the income smoothing objective. Copeland (1986) suggested
net income as the ultimate aim ofincome smoothing. On the other hand, Imhoff
(1981) possible measures of income smoothing include fully diluted EPS, net
income, net income before extraordinary items, operating income and gross
margin. Beattieet. al (1994) claimedthat profit before taxas the income smoothing
objective. In a more recent study conducted by Michelson, Jordon-Wagner
and Wootton (2000), they assumed operating income after depreciation, pretax
income, income before extraordinary items and net income as a smoothing
objective. Although the previous researchers did not reach to a mutual
agreement, basically all the researchers agreed that the smoothing objective is
the profit above the line.
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Hypotheses Development
Hypothesis 1
A number of previous studies found that companies' size had an effect on
income smoothing practices. Moses (l 987) reported that income smoothing
was associated with company size. He concluded that smaller companies were
likely to be subject to less public scrutiny than larger companies. This may be
due to the effect ofa large company's performance to the investors, tax authority,
creditors, bankers, employees and the public at large. Moreover, large companies
could possibly have larger fluctuations in earnings compared to small
companies. Benston and Krasney (I 978) stated that large fluctuation in earnings
may attract the attention ofregulators while Ronen and Sadan (198]) believed
that large upward fluctuation in earnings may indicate a signal ofmonopolistic
practices and large downward fluctuation may signal crisis and cause regulators
to act. These arguments are supported by recent findings by Michelson, Jordan-
Wagner and Wootton (2000), that smoother companies are larger in size than
nonsmoothing companies. On the other hand, Albrecht and Richardson (l 990)
argued that since larger companies may receive more analyst scrutiny, they
may have lower tendency to smooth income. In this study, company size is
measured by total assets in natural logarithms. Thus, the first alternate hypothesis
tested in the study is as follows:
Hal: Income smoothing is associated with the size of companies
Hypothesis 2
Most ofthe previous researchers claimed that low profitability companies have
greater propensity to smooth income. Archibald (] 967) concluded that a high
proportion of companies smoothed their income when their profitability was
relatively low. The results were also supported by White (! 970), when he proved
that a company with declining profitability has more tendencies to smooth its
income compared with other companies. In addition to that, Ashari et al. (I 994)
also found an association between income smoothing practices and company's
profitability. Particularly, they found that the incidence of income smoothing is
greater in less profitable companies in Singapore. Based on the result ofprevious
studies, this research hypothesized that companies with lower profitability
tend to smooth their income more than companies with higher profitability. We
believe that fluctuations in downward income streams have a more severe
impact on low profitability companies; hence, they have a stronger motivation
to smooth income. This study used earnings per share (EPS) as a proxy to
measure company profitability. Therefore the second alternate hypothesis is:
H~: Income smoothing is associated with the profitability ofcompanies
]07
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Hypothesis 3
Logically, the companies that have a strong tendency to smooth their income
are the ones that have fluctuations in their original income. Many believe that
most of the companies that are young or newly incorporated are the ones that
may possibly have greater fluctuations or variations in income. This is because
they are not yet matured and have less experience in their operations. On the
other hand, older companies that may not be involved in income smoothing,
since they are already matured and have appropriate control over the industry
and operations they are currently in, and thus lead to stable income stream.
Therefore, we hypothesized that income smoothing is associated with a
company's age, which is measured by the number ofyears they are incorporated.
Thus, our third alternate hypothesis is:
Hal: Income smoothing is associated with the age of companies
Hypothesis 4
A number ofstudies including Beidleman (1973), Lev and Kunitzky (1974) and
Michelson et.al (1995) suggested that one reason for income smoothing is to
reduce the actual or perceived risk of a company. Because of this, studies
were carried out to investigate associations between companies' risks and
income smoothing practices. To test the hypothesis ofdifference in riskiness
between smoothing and non-smoothing companies, Michelson et. al (1995)
examined the beta ofcompanies in their sample. They found that the betas for
companies that smooth income appear to be lower than the betas for non
smoothing companies. This is consistent with the argument that income
smoothing practice allows companies to reduce the actual or perceived risks.
In this study, we introduce a new factor that may be associated with income
smoothing practice, which is a company's leverage, which also indicates a
company's level of risk. In this study, we expect that companies that practice
income smoothing has a relatively lower leverage compared to companies
that do not practice income smoothing. Thus, the fourth alternate hypothesis
can be stated as follows:
Ha4: Income smoothing is associated with the leverage of companies
Hypothesis 5
Our last hypothesis is that income smoothing practices are associated with a
company's growth. We believe that companies that have higher growth rate
may have greater fluctuations income stream. Therefore, they may tend to
smooth their income to show smoother income stream. This is because
stockholders satisfaction does not only increase with the rate of growth in a
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company but also the stability of its income. In this study, we measured growth
by using the percentage of changes in sales. Specifically, the last alternate
hypothesis is as follows:
Has: Income smoothing is associated with the growth ofcompanies
Research Design
Generally, this study was conducted on 1,028 companies from 5 South-east
Asia countries comprises of Indonesia, Malaysia, Philippines, Singapore and
Thailand. The period under study was from the year 1999 to 2003. This five-year
period is used to minimize classification error. The financial data of these
companies was extracted from the Data stream, provided by Thomson Financial.
The full sample and the sub-samples by countries are described in Table I.
Table I: Sample
Population Sample
No (%)
Indonesia 323 151 46.7
Malaysia 916 380 41.5
Philippines 233 78 33.5
Singapore 536 207 38.6
Thailand 433 212 49.0
Total 2,441 1,028 42.1
According to the table, the sample size represents 42.1 % of the total
population of4,441 companies. This is because only companies with complete
set of data for five years are included in the research. Apart from that, this
research excludes companies that were listed later than the year 1999 or delisted
during the period 1999-2003. In order to ensure that the result is not affected by
the outliers, extreme observations with absolute studentised residual greater
than three were also excluded from the sample as suggested by Benartzi,
Michaely and Thaler (1997)
Income Smoothing Descriptor
This research employed the coefficient ofvariation method developed by Eckel
(1981) to determine the presence of income smoothing. Using this method, the
coefficient ofvariations are used to measure the variability ofsales and income
This method was used in many previous studies to detennine the presence of
income smoothing, (Albrecht and Richardson, 1990;Ashari, Koh, Tan and Wong,
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1994; Booth, Kallunki, and Martikainen, 1995; Michelson, Jordan-Wagner, and
Wootton, 1995). According to Eckel (1981) income smoothing is present when
< 1.0
Where INC denotes one period change in income, SALES represents
one period change in sales and CV is the coefficient ofvariation. For companies
with a coefficient of variation of income per coefficient of variation of sales
more that 1.0 were classified as nonsmoother. This method measures income
smoothing by aggregating the effects of potential smoothing variables and
considering them over time. This method is consistent with the idea that
companies select accounting procedures, not independently, but based upon
their overall expected effects on income, Zmijewski and Hagerman (1981). This
implies that changes in income are the result of income smoothing practices.
Table 2: Smoothing Classification
Smoother Non Smoother
Total
No (%) No (%)
Indonesia 24 15.9% 127 84.1% 151
Malaysia 52 13.7% 328 86.3% 380
Philippines II 14.1% 67 85.9% 78
Singapore 45 21.7% 162 78.3% 207
Thailand 31 14.6% 181 85.4% 212
Total 163 15.9% 865 84.1% 1028
Table 2 shows the number of income smoothing and non smoothing
companies. It also provides evidence on the existence of income smoothing
practices in South-east Asia countries. Around 13% to 16% companies carry
out income smoothing activities in the countries except for Singapore with
21.7% companies smoothing their reported income. This recent findings
overwhelm the previous findings of Ashari et. al (1994) that Malaysian
companies have greater propensity to smooth income compared to
Singaporean companies.
Statistical Test
Several statistical methods are used to investigate the factors associated with
income smoothing practices. Firstly, the descriptive statistics are used to
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develop a profile of the sampled companies. Then, the univariate test is
conducted to investigate any significant systematic differences between
companies that smooth their reported income and companies that do not. Finally,
we conducted logistics regression to investigate the factors associated with
income smoothing practices.
Logistic analysis is employed in this study since it does not impose any
distribution on the explanatory variable and it can directly provide the probability
ofan item (Field, 2000). In logistic regression, instead ofpredicting the value of
a variable Y from a predictor variable X, or several predictor variables (X}, we
predict the probability ofY occurring given known values ofX, (or XJ In many
instances probabilities are stated as odds. In general:
When applied to this research, the model is
SMOOTHER = ~o + ~I AGE + ~2GROWTH + ~3SIZE + ~4 LEVERAGE +
~5EARNINGS
Multicolinearity Issue
This research also considers the multicollinerity issue between the
independent variables. According to Gujarati (1995), the term multicollinearity
is used where the variables (regressors) are intercorrelated (perfect or non-
perfect). If multicollinearity is perfect, the regression coefficients of the X
variables are indeterminate and their standard errors are infinite. If
multicollinearity is less than perfect, the regression coefficients, although
determinate, possesses large standard errors (in relation to the coefficients
themselves), which means that the coefficients cannot be estimated with
great precision or accuracy.
Therefore, the presence ofa severe multicollinearity problem could result
in drawing misleading inferences from sample t-statistics. The simple correlation
(based on the Pearson correlation) are presented in Table 3.
As illustrated in Table 3, the pearson correlation between the independent
variables are very low. The highest reported correlation value is 0.119, which
refers to the correlation between size and leverage. No variable have correlation
more than 0.70 or -0.70 which can be considered as serious multicollinierity as
claimed by Mason and Lind (1992). Apparently, the correlation coefficients can
be considered as not serious to create problems ofmulticollinearity which can
distort the robustness of the results from logistic analysis.
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Table 3: Correlation Matrix
Variable Statistics Age Growth Size Leverage Earnings
Age Pearson Correlation 1.000
Sig. (2-tailed)
Growth Pearson Correlation 0.055 1.000
Sig. (2-tailed) (0.028)
Size Pearson Correlation 0.240 0.015 1.000
Sig. (2-tailed) (0.000) (0.483)
Leverage Pearson Correlation 0.075 -0.002 0.119 1.000
Sig. (2-tailed) (0.002) (0.933) (0.000)
Earnings Pearson Correlation 0.023 0.002 -0.105 -0.033 ].000
Sig. (2-tailed) (0.359) (0.927) (0.000) (0.] 18)
Empirical Result
The univariate results shown in Table 4 provide evidence ofwhether there are
significant difference between the age, growth, size, leverage and earnings of
smoother and non smoother companies.
Table 4: Comparison ofMean (Pooled Sample)
Variables Status Mean Std. Mean t-value
Deviation Difference
Age Smoother 27.088 ]9.494 -3.755 -1.868**
Non Smoother 30.844 ]7.751
Growth Smoother 0.583 3.765 0.397 1.152
Non Smoother 0.186 0.9]7
Size Smoother 2.395 0.641 0.247 3.529 ***
Non Smoother 2.148 0.735
Leverage Smoother 22.0]7 ]8.643 -16.647 -2.6] 5 ***
Non Smoother 38.664 190.553
Earnings Smoother 0.096 0.]69 0.070 2.801 ***
Non Smoother 0.025 0.269
Noles: The table indicates significance at 1% (*"), 5%(**) and 10% (*) levels.
Based on the above table, it is found that there are significant differences
in size, leverage, earnings and age of companies between companies that
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smoothed their reported income and that do not. Companies' size, leverage and
earnings are significantly different at I% significant level, whereas companies'
age at 5% significant level.
Pooled Results
Table 5 reports results from pooled logistic regression analysis. The pooled
regression has an accuracy rate of87.96%, which implies that the determinants
successfully capture a sizeable proportion of income smoothing practices in
South-east Asia countries.
Table 5: Pooled Result (EBIT)
Constant
Age
Growth
Size
Leverage
Earnings
Cox & Snell R Square
Accuracy (%)
B
-2.506
-0.016
0.142
0.513
-0.012
1.079
Wald
30.573***
4.648**
2.276
9.201 ***
4.918**
3.035*
0.082
87.96
Notes: The table indicates significance at 1% (***). 5%(**)
and 10% (*) levels.
The table illustrated that company size is positively related with income
smoothing practices at I% significant level. It proves that larger companies
have more tendencies to smooth their income. This may be due to the argument
that large companies are subject to greater public attention, and thus may lead
the companies to smooth their income. In addition to that, larger companies
could possibly have larger fluctuations in earnings compared to smaller
companies. This result is consistent with previous studies done by Moses
(1987), Benston and Krasney (1978), Ronen and Sadan (1981), and Michelson
etal (2000).
On the other hand, companies with higher income are found to be positively
related with income smoothing practices. This is contradictory to previous
researches done in other countries which claimed that companies with lower
profit have greater propensity to smooth income. However, this may be because
the public is more concerned with companies that produce higher income.
Therefore, companies with higher income have greater tendencies to practice
income smoothing.
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The result of the logistic regression also shows that the age ofcompanies
and leverage are found to be negatively associated with income smoothing
practices at 5% significant level. As expected, companies that are young or
newly incorporated as well as companies that have lower leverage have greater
tendencies to smooth income.
Table 6 shows the result from logistic regression, using sub-samples which
were divided based on countries. It is found that in Malaysia, only the age and
earnings of companies are significantly associated with income smoothing
practices. In this country, the age of companies is negatively associated with
income smoothing practices at 10%significant level. Consistent with the overall
findings, this implies that companies that are young or newly incorporated
have more tendencies to smooth their income. On the other hand, companies'
earnings are found to be positively associated with income smoothing practices
at 5% significant level. This result is also in line with the overall findings, which
provide evidence that companies with higher income have greater tendencies
to smooth their income.
Table6: By Countries (EBIT)
Indonesia, Thailand
Malaysia Singapore & Philippines
B Wald B Wald Sig. B Wald Sig.
Constant -2.104 9.759 *** -2.772 10.111 *** -3.078 9.644 ***
AGE -0.018 2.824 * -0.019 1.290 -0.019 1.722
GROWTH 0.117 1.990 0.495 4.504 ** -0.221 0.130
SIZE 0.288 1.396 0.836 6.597 *** 0.702 3.209 *
LEVERAGE -0.008 1.101 -0.033 5.047 ** -0.011 0.870
EARNINGS 2.306 4.018 ** 0.034 0.003 4.416 7.322 ***
Nagelkerke R Square 0.074 0.155 0.200
Accuracy (%) 88.312 87.065 89.542
Notes: The table indicates significance at 1% (***), 5%(**) and 10% (*) levels.
AGE: Number of Years Since Incorporation; GROWTH: Changes in Sales in Percentage;
SIZE: Total Asset in Natural Logarithm; LEVERAGE: Debt Equity Ratio; EARNINGS:
Earning Per Share
For Singaporean companies, growth, size and leverage are found to be
significantly associated with income smoothing practices. The companies'
growth is found to be positively associated with income smoothing practices at
5% significant level. This result supports the argument that companies with
higher growth rate may have greater fluctuations income stream, and thus have
greater tendencies to smooth their income. Consistent with the result in Table 5,
Table 6 also shows that in Singapore, companies' sizes are found to be positively
related with income smoothing practices, whereas companies leverage are
negatively associated with income smoothing practices.
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We found that the number of income smoothing companies is small in
Indonesia, Philippines and Thailand, which are 24, I I and 31 companies
respectively. Due to this reason, we run the logistic regression for the countries
together. The results for these countries show that only companies' sizes and
earnings are significantly associated with income smoothing practices. Similar
to the scenario found in Malaysia, companies' earnings are found to be positively
associated with income smoothing practices which implies that companies with
higher earnings have more tendencies to smooth their income. Another factor
that is found to be positively associated with income smoothing in Indonesia,
Thailand and Philippines is companies' size. As found in Singapore, larger
companies are proved to have higher tendencies to smooth income compared
to smaller companies.
Sensitivity Analysis
Table 7 shows the results from the sensitivity analysis done on the pooled
sample. Using earnings before interest, tax and depreciation as the income
smoothing objective, we found that companies' age, size and leverage are
significantly associated with income smoothing practices at I% level. These
results support the earlier findings, except for earnings.
Table7: Pooled (EBITD)
Pooled Sample
B Wald
Constant
Age
Growth
Size
Leverage
Earnings
Cox & Snell R Square
Accuracy (%)
-1.785
-0.024
0.164
0.476
-0.013
0.677
19.440 ***
10.950 ***
2.005
9.374 ***
6.981 ***
1.731
0.048669
83.47458
Noles: The table indicates significance at 1% (...) level
Using sub-samples divided based on countries and earnings before interest,
tax and depreciation as smoothing objective, it is found that in Malaysian
companies, age, leverage and earnings are significantly associated with income
smoothing practices. As posited, age and leverage are negatively associated
with income smoothing, while leverage is found to be positively associated
with income smoothing. On the other hand, in Singapore, it is found that
companies' age is negatively associated with income smoothing, and companies'
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growth and size is positively associated with income smoothing practices. In
Indonesia, Thailand and Philippines, age and earnings are the only factors that
are significantly associated with income smoothing practices.
Table 8: ByCountries (EBITD)
Malaysia
B Wald Sig.
Singapore
B Wald
Indonesia, Thailand
& Philippines
Sig. B Wald Sig
Constant -1.275 4.268 ** -2.546 11.641 *** -1.796 3.805 *
AGE -0.023 4.749 ** -0.025 2.735 * -0.034 4.420 **
GROWTH 0.177 0.974 0.422 3.536 * -0.217 0.177
SIZE 0.173 0.563 0.933 9.858 *** 0.464 1.534
LEVERAGE -0.015 3.911 ** -0.016 2.143 -0.010 1.015
EARNINGS 2.179 3.546 * -0.262 0.169 5.621 5.968 **
Nagelkerke R Square 0.043285 0.084748 0.115452
Accuracy (%) 85.86957 80 85.51724
Noles: The table indicates significance at 1% (***), 5%(**) and 10% (*) levels.
AGE: Number of Years Since Incorporation; GROWTH: Changes in Sales in Percentage;
SIZE: Total Asset in Natural Logarithm; LEVERAGE: Debt Equity Ratio; EARNINGS:
Earning Per Share
Summary and Conclusion
Generally, this study found some significant associations between income
smoothing practices in the South-east Asia countries (which includes
Malaysia, Singapore, Indonesia, Thailand and Philippines) and factors such
as companies' age, growth, size, leverage and earnings. The results show that
only certain factors are associated with income smoothing practice in each of
the countries. The logit regression conducted on pooled sample give some
evidence that company size, earnings and age of companies are significantly
associated with income smoothing practices. On the other hand, results from
the logit analysis conducted on the sub-sample show that in Malaysia, the
earnings and age of companies are significant determinants whereas in
Singapore, growth, size and leverage are more dominant factors. For Thailand,
Indonesia and Philippines, the earnings and size are significantly associated
with income smoothing practices. In conclusion, this study provides empirical
evidence that in South-east Asia, different countries have different
determinants of income smoothing practices.
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